Page  2  of  11 


to 

m 

Tl 

T! 

m 

o 

H 

< 

m 

D 

> 

H 

m 


CONSIDERATIONS 


GUIDING  PRINCIPLES 


municipal  debt”  means  - 

(a)  a  monetary  liability  or  obligation  on  a  municipality  or  municipal  entity  created 
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The  Municipal  Finance  Management  Act  (MFMA)  Section  18  requires  that  the  annual 
budget  may  only  be  funded  from: 

«  Realistically  anticipated  revenue  to  be  collected 

•  Cash  backed  accumulated  funds  from  previous  years’  surpluses  not  committed  for 


municipality”,  Overberg  District  Municipality; 
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Prudence:  Borrowings  shall  be  made  with  care,  skill,  prudence  and 
diligence.  The  standard  of  prudence  to  be  used  shall  be  the  “prudent 
person”  standard  and  shall  be  applied  in  the  context  of  managing 
overall  debt. 
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LEGISLATIVE  FRAMEWORK 


necessary  to  bridge  shortfalls  within  a  financial  year  during  which  the  debt  is 
incurred,  in  expectation  of  specific  and  realistic  anticipated  income  to  be  received 
within  that  financial  year;  or  capital  needs  within  a  financial  year,  to  be  repaid  from 
specific  funds  to  be  received  from  enforceable  allocations  or  long  term  debt 
commitments. 
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DEBT  REPAYMENT  PERIOD 
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The  Municipality  must  pay  off  short  term  debt  within  the  same  financial  year  and  may 
not  renew  or  refinance  its  short  term  debt.  The  Municipality  may,  in  terms  of  the 
MFMA,  incur  short  term  debt  only  if  the  Chief  Financial  Officer  has  made  a  prior 
written  finding  that  the  debt  is  either  within  prudential  limits  on  short  term  debt  as 
previously  approved  by  Municipality,  or  is  necessary  due  to  an  emergency  that  could 
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Overberg  District  Municipality  must  honor  all  its  loan  obligations  timeously.  Failure  to 
effect  prompt  payment  will  adversely  affect  the  raising  of  future  loans  at  favorable 
costs  of  borrowing.  In  addition  to  the  timeous  payment  of  the  loans,  the  Municipality 
must  adhere  to  the  covenants  stipulated  in  the  loan  agreements. 


CD  CP 


“D 

05 

0 


The  Chief  Financial  Officer  will  for  the  purposes  of  ensuring  that  this  policy  is  aligned 
to  the  legislation,  consider  if  and  when  necessary  to  amend  the  policy.  In  the  event  of 
the  policy  not  being  amended  during  the  budget  process,  the  approved  policy  will 


9}  72 


3  H 


“3  CD  CD 

(D  H  T3 

O  CD  CD 

CD 

V>  CD  CD 


7  > 
3  i 
E  i 


CD  CD 

“O 


-n  O 
5  CD 


z  c 

CD  CD 


^  Cl  Q 


>  > 
13  Z3 


O  CD 
CD  C 
0)  CL 
cr  CQ 


CD  r*t* 

■D 

CD 

O'  CT 
03  O 


Page  11  of  11 


C 


ro 

o 


00 


24.  EFFECTIVE  DATE 


Council :  26.03.2018 


ATTACHMENT 

Borrowing  Policy  with  track  changes  highlighting  the  proposed  changes. 

UNANIMOUSLY  RESOLVED  (Proposed  by  Cllr.  A  Franken  and  seconded  by 

Cllr.  K  Tiemie) 

The  proposed  changes  to  the  Borrowing  Policy  was  approved  with  effect  1  July  2018. 
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EXTRACT  FROM  THE  COUNCIL  MINUTES  HELD  ON  26  MARCH  2018 


